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charges, in addition to the regular in-
terest charge, in accordance with 45 
CFR part 30. 

(b) Failure to make full payment of 
principal and/or interest when due may 
result in the Secretary placing the bor-
rower in default of the loan. See 
§ 23.28(a). 

§ 23.28 What events constitute default? 
The following events will constitute 

defaults of the loan agreement: 
(a) Failure to make full payment of 

principal and/or interest when due, and 
continuance of that failure for a period 
of sixty (60) days, or a lesser period of 
time if the Secretary determines that 
more immediate action is necessary in 
order to protect the interests of the 
Government. 

(b) Failure to perform or observe any 
of the terms and conditions of the loan 
agreement and continuance of that 
failure for a period of sixty (60) days. 

(c) The institution of bankruptcy 
proceedings, either voluntary or invol-
untary, under any State or Federal 
statute, which may adversely affect 
the borrower’s ability to comply with 
the terms and conditions of the agree-
ment or the promissory note. 

§ 23.29 What happens in the case of a 
default? 

(a) In the event of default, the Sec-
retary may declare the entire amount 
owed (including principal, accrued in-
terest and any applicable charges) im-
mediately due and payable. Collection 
of the amount owed will be made in ac-
cordance with 45 CFR part 30. 

(b) The borrower is not entitled to 
written notice of any default and the 
failure to deliver written notice of de-
fault in no way affects the Secretary’s 
right to declare the loan in default and 
take any appropriate action under the 
loan agreement or the promissory note. 

(c) The failure of the Secretary to ex-
ercise any remedy available under law 
or regulation shall in no event be con-
strued as a waiver of his or her right to 
exercise that remedy if any subsequent 
or continued default or breach occurs. 

§ 23.30 May the loan be prepaid? 
The borrower shall have the option 

to prepay the balance of any part of 
the loan, together with accrued inter-

est, at any time without prepayment 
penalty. 

§ 23.31 May loan payments be post-
poned or waived? 

(a) Whenever health, economic, or 
other personal problems affect the bor-
rower’s ability to make scheduled pay-
ments on the loan, the Secretary may 
allow the borrower an extension of 
time or allow the borrower to make 
smaller payments than were previously 
scheduled; however, interest will con-
tinue to accrue at the rate specified in 
the promissory note until the loan is 
repaid in full. The loan must be fully 
repaid within 10 years after it was 
made. 

(b) No waiver, full or partial, of re-
payment of the loan will be granted; 
except that the obligation of a bor-
rower to repay a loan shall be cancelled 
upon the death or total and permanent 
disability of the borrower, as deter-
mined by the Secretary. 

(c) In order to make a determination 
under paragraph (a) or (b) of this sec-
tion, the Secretary may require sup-
porting medical, financial, or other 
documentation. 

§ 23.32 What conditions are imposed 
on the use of the loan funds? 

(a) The borrower must use the total 
amount of the loan to purchase or 
lease, or both, equipment and supplies, 
to hire authorized personnel to assist 
in providing health services and/or to 
renovate facilities for use in providing 
health services in his or her private 
practice. Equipment and supplies pur-
chased and/or leased, personnel hired 
and facilities renovated shall be lim-
ited to the items requested in the loan 
application and approved by the Sec-
retary. 

(b) The borrower must expend the 
loan funds within 6 months from the 
date of the loan or within such other 
time as the Secretary may approve. 
Documentation of the expenditure of 
funds must be furnished to the Sec-
retary upon request. 

§ 23.33 What security must be given for 
these loans? 

The Secretary may require the bor-
rower to pledge to the Secretary a se-
curity interest in specified collateral. 
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§ 23.34 What other conditions are im-
posed? 

(a) The borrower must sign a loan 
agreement describing the loan and 
practice conditions, and a promissory 
note agreeing to repay the loan plus in-
terest. 

(b) The borrower must agree to enter 
into private full-time clinical practice 
in a HMSA for the time period speci-
fied in the loan agreement. 

(c) The borrower must accept assign-
ment, for the time period specified in 
the loan agreement, under section 
1842(b)(3)(B)(ii) of the Social Security 
Act as full payment for all services for 
which payment may be made under 
part B of title XVIII of that Act. 

(d) The borrower must enter into an 
appropriate agreement, for the time 
period specified in the loan agreement, 
with the State agency which admin-
isters the State plan for medical assist-
ance under title XIX of the Social Se-
curity Act to provide services to indi-
viduals entitled to medical assistance 
under the plan. 

(e) During the time period specified 
in the loan agreement, the borrower 
must provide health services to indi-
viduals at the usual and customary 
rate prevailing in the HMSA in which 
services are provided; however, services 
must be provided at no charge or at a 
nominal charge to those persons unable 
to pay for these services. 

(f) The borrower must keep and pre-
serve all documents, including bills, re-
ceipts, checks, and correspondence 
which affect the operation of the pri-
vate practice and the expenditure of 
loan funds for the period of the prac-
tice obligation specified in the loan 
agreement plus 3 years. Accounts will 
be maintained under one of the ac-
counting principles identified by the 
Secretary in the loan agreement. 

(g) The borrower must provide the 
Secretary and the Controller General 
of the United States, or their rep-
resentatives, access during normal 
working hours to accounts, documents, 
and records for the purposes of audit or 
evaluation; and must permit the Sec-
retary or his or her representative to 
inspect the private practice at reason-
able times during the period of the 
practice obligation specified in the 
loan agreement plus 3 years. All infor-

mation as to personal facts and cir-
cumstances about recipients of services 
shall be held confidential, and shall not 
be divulged without the individual’s 
consent except as may be required by 
law or as may be necessary to provide 
medical service to the individual or to 
provide for medical or fiscal audits by 
the Secretary or his or her designee 
with appropriate safeguards for con-
fidentiality of records. 

(h) For the entire period of loan re-
payment, the borrower must acquire, 
maintain, and when requested, must 
provide the Secretary with copies of 
policies of insurance on equipment and 
supplies in amounts adequate to rea-
sonably protect the borrower from 
risk, including public liability, fire, 
theft, and worker’s compensation. 

(i) If the Secretary retains a security 
interest pursuant to § 23.33, the bor-
rower must keep and preserve all docu-
ments which affect that security inter-
est for the period of the loan repay-
ment and allow the Secretary or his or 
her designee access, during normal 
working hours, to those documents. 

(j) The borrower must maintain the 
loan proceeds in a separate account 
from his or her other transactions and 
must agree to draw upon this account 
and expend the loan proceeds in accord-
ance with § 23.32. 

(k) The Secretary may impose other 
conditions which he or she deems ap-
propriate under law or regulation to 
protect the Government’s interests. 

§ 23.35 What criteria are used in mak-
ing loans? 

Approval of loan applications will be 
based on the criteria set forth below: 

(a) The need in the HMSA for the ap-
plicant’s health profession as deter-
mined under section 332 of the Act; 

(b) The applicant’s need for the loan 
funds; and 

(c) The comments from State or local 
health professional societies on the ap-
propriateness of the applicant’s in-
tended private practice; and 

(d) The applicant’s credit worthiness 
and projected financial ability to repay 
the loan. 

VerDate Aug<31>2005 14:03 Nov 12, 2008 Jkt 214177 PO 00000 Frm 00105 Fmt 8010 Sfmt 8010 Y:\SGML\214177.XXX 214177eb
en

th
al

l o
n 

P
R

O
D

1P
C

60
 w

ith
 C

F
R


		Superintendent of Documents
	2014-09-30T10:27:13-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




